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The oil and gas industry of Western Canada can 
anticipate a major strengthening of its position as one 


of the politically and economically safe areas of 
SuDpIyE ee 


The continuing trend of developments in the 
Middle East and Latin America . . . may well increase 
the attractiveness of Canada for a further expansion 

. in light of the increasing world demand for oil. 
Development of the industry in Canada is moving 
rapidly, with many plans under consideration for 


export of oil and gas... 


The industry is being built on a firm and lasting 


foundation for major economic growth. 


E. H. LaBORDE, PRESIDENT 
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THE PRESIDENT’S MESSAGE 


To the Shareholders 
Canadian Homestead Oils Limited: 


For the year ended May 31, 1959, your 
Company experienced a 32.7 percent increase in 
oil production and a 260 percent rise in gas pro- 
duction, as well as a further expansion of proven 
reserves. Land holdings were increased by 7.8 
percent, to 4,556,908 gross acres. This progress 
took place at a time when the Canadian industry 
was passing through a period of adjustment in 
marketing conditions for its western crude oil. 


In meeting these industry changes Canadian 
Homestead’s policy of creating maximum oppor- 
tunities for success at a minimum cost continues 
to work to its advantage. Through its interests 
in large blocks of attractive acreage, such as in 
the Queen Charlotte Islands, Fraser River Delta, 
Mackenzie Delta and the Foothills region, your 
Company has broadened its exposure to major 
exploration programs. Also, the Company has 
continued its regular bidding at Crown Sales for 
proven lands. These purchases have helped to 
increase both daily production and reserves. 


The Company’s oil property management sub- 
sidiary, Petcal Company Limited, has recorded 
its most active year to date, attracting other par- 
ticipants in drilling both proven and prospective 
acreage. During the fiscal year these participants 
provided more than $1,200,000 for acquisition 
and drilling purposes. In addition, approximately 
$500,000 already has been committed for our 
1959-60 programs. In each of these holdings 
Canadian Homestead has retained a satisfactory 
interest. 


Petcal supervised the drilling of eleven wells 
under various programs, of which four were 
successful in finding commercial quantities of oil. 
Canadian Homestead itself was a partner either 
by land or cash participation in a total of thirty- 
eight wells. While none of the exploratory wells 
proved successful, development drilling on proven 


lands added seventeen oil wells and two gas wells, 
with substantial reserves. 


Adjacent to our Panther River holdings, 
Shell Oil Company of Canada Limited drilled a 
well which on test flowed gas in high volume 
with an 87 percent hydrogen sulphide content. 
Engineering studies indicate that this unusual 
property can produce large quantities of elemental 
sulphur at low cost. Problems of marketing limit 
opportunities for immediate development. 


While production allowables throughout 
Canada have been lower than in the 1958 year, 
Canadian Homestead’s own production rose to 
193,779 net barrels, the highest level to date, 
from 147,000 barrels the year before, as a result 
of new wells drilled. The Company’s natural gas 
production exceeded 666 million cubic feet, princi- 
pally from former properties of Canadian Admiral 
Oils Limited. For the year Pennant Drilling 
Company Ltd., the Company’s contract drilling 
subsidiary, maintained a higher operating rate 
than the average drilling contractor in Canada. 


Progress made during the past year indicates 
that Canadian Homestead can look forward to 
continuing expansion in the 1960 fiscal year. 
Through land acquisition, exploration and de- 
velopment your Company plans to strengthen 
its position as a leading independent in the 
Canadian oil industry. 


Respectfully submitted, 
For the Board of Directors 


Coe a oa 


President 
August 28, 1959. 


EXPLORATION AND DEVELOPMENT ACTIVITIES 


Through its participation in exploration of 
large acreage holdings Canadian Homestead 
continues to create opportunities for sharing in 
major discoveries of oil and gas. 


Queen Charlotte Islands 


The 861,937-acre block of Crown Permits, 
farmed out to Richfield Oil Corporation, is be- 
ing actively explored. A huge sedimentary basin 
has been indicated by five test wells drilled dur- 
ing the past winter. Seismic studies now in pro- 
gress will determine favourable locations for a 
first deep test, originally scheduled for the late 
summer of 1959 but now postponed 6 to 12 
months to complete the seismic and geological 
studies. Richfield has earned a 50 percent in- 
terest in the lands and can earn an additional 
20 percent by expenditure of $2,000,000. The 
Queen Charlotte Islands are located on the Pacific 
Coast, within 50 miles of Alaska and 600 miles 
north of Seattle, and could utilize low cost water 
transportation in marketing any oil discovered. 


Fraser Delta 


Canadian Homestead owns a_half-interest 
in a 62,000-acre Crown Permit covering tidal 
lands adjacent to Vancouver, British Columbia. 
Land surrounding the property has been acquired 


by Richfield Oil Corporation, with plans an- 
nounced for evaluating the indicated sedimentary 
basin. Your Company is planning a gravity survey 
of the Delta similar to one conducted on the 
Queen Charlottes prior to farmout there. The 
proximity of this holding to Vancouver and 
refineries in the Puget Sound area would place 
a high value on any discovery of either oil or 
gas. 


Mackenzie Delta 


In advance of the area’s recent land play, 
your Company acquired eighteen Crown Permits 
in the Canadian Arctic covering approximately 
705,000 acres. Located on the coast and in the 
Mackenzie Delta, these Permits are accessible to 
water transportation. During the present summer 
a Canadian Homestead survey party has been 
on the acreage preparing detailed geological field 
reports. Several oil companies with Permits on 
surrounding lands are conducting similar explor- 
ation, anticipating possible drilling activity next 
spring. 


Foothills of Alberta 


At Brewster Ranch your Company and Im- 
perial Oil Limited own jointly 47,200 acres in 
leases, on which Imperial drilled a deep test in 
1957. Recently, another major oil company has 
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negotiated with us with respect to purchase of 
a portion of our 50 percent interest in the prop- 
erty. About ten miles to the southwest of our 
leases Shell Oil is drilling a deep test, results of 
which will influence any decision here. 


Canadian Homestead’s continuing interests 
in the 38,122-acre reservations at Panther River, 
as well as in 80,000 acres at Big Horn and 73,000 
acres at Sulphur River, provide additional partici- 
pation in Alberta foothills developments. 


An integral part of Canadian Homestead’s 
operation is the acquisition and development of 
proven properties, resulting in larger production 
and drilled reserves. 


Property Purchases at Crown Sales 


During the year Canadian Homestead ac- 
quired acreage at Crown Sales in the Joarcam, 
Gilby, Schneider Lake and Sundre fields. Through 
Petcal Company Limited, our oil property man- 
agement organization, programs were arranged 
for drilling these holdings on advantageous terms. 
Three development wells have been completed. 
An additional six wells are scheduled for drilling 
later this summer. 


CANADIAN HOMESTEAD 
OILS LIMITED 


In many of these programs the participating 
partners assumed the entire cost of drilling and 
also reimbursed Canadian Homestead for its ac- 
quisition expenses. During recovery of costs by 
these drilling partners Canadian Homestead 
shares in production with a gross royalty interest, 
and in some programs following recovery of costs 
it has a substantial interest in net production. In 
this manner your Company’s policy of creating 
maximum exposure while minimizing risk is car- 
ried to proven properties. 


Other Drilling Programs 


On unproven properties owned by Canadian 
Homestead eighteen wells were drilled during 
the year under farmout arrangements. Among 
these were included five wells drilled by Rich- 
field on the Queen Charlotte Islands, and one 
deep test by The British American Oil Company 
Limited on our 100,000 acre holding in the 
Hatton area of Saskatchewan. Seven of the wells 
drilled under farmouts were completed as oil 
producers. 


To assist in evaluating its own properties 
Canadian Homestead made contributions of cash 
or interests in its land holdings toward drilling 
programs of other companies owning adjoining 
properties. The results helped Canadian Home- 
stead reach important decisions relating to prop- 
erties at several locations in Alberta and Sask- 
atchewan. 


LAND HOLDINGS 


At the end of its 1959 fiscal year Canadian Homestead Oils Limited owned varying interests in 
4,556,908 gross acres of selected leaseholds and reservations, principally in western Canada. 


During the year many studies of specific holdings were made by the Company’s engineers and 
geologists, leading to decisions on retaining or releasing acreage blocks. A number of larger reserva- 
tions were converted to leaseholds, with acreage interests in some areas being reduced as much as 80 
per cent. In other areas leases have been surrendered and working interests with high leasehold costs 
converted to carried interests. During the same period several new reservations were added, particularly 
in British Columbia and the Yukon and Northwest Territories. 


The Company’s gross acreage holdings at the year-end are summarized in the following table: 


Working Interest Royalty Interest 
Lease Reservation Lease Reservation Total 
Alberta sees oe es ee ea ee Oe 231,456 118,257 66,354 79,520 495,587 
British Columbiana see 423,518 1,445,404 1,868,922 
Manitobar. 20... soe eee 22,629 4,111 26,740 
Saskatchewan -ocs. oe pete 232,421 96,760 787,528 1,116,709 
¥ uikonreanic's Ne VV cul oe a eee ee 585,184 461,646 1,046,830 
UinttedSiates eae ee 2,120 2,120 
TOTAL Ge ET AO LEON 488,626 1,223,719 857,993 1,986,570 4,556,908 


After adjustment for its various percentage 
LAND HOLDINGS interests in properties, the Company’s net work- 
THOUSANDS OF ACRES ing interest in leases and reservations on May 
31, 1959 totalled 674,977 acres. Its varying royalty 
interests covered an additional 2,844,563 acres. 
Net working interests are summarized below 
while year-to-year growth of acreage holdings 
is indicated in the accompanying chart. 


NET WORKING INTERESTS 


Lease Reservation 


Alberta’ @ 2.2 Set ... 14,819 56,384 

British Columbia —_ ” 182,787 

Manitoba .......... ee eee 5,897 

Saskatchewan. ......................- 47,102 12,510 

Yukon and N-W-l. 7 235,078 
m957 1958 UnitediSintes 340 


SSONIMAY 21st) — TOLAL see eee en soe 546,819 


PRODUCTION OF OIL AND GAS 


Canadian Homestead produced substantially more oil and gas in the twelve months ended May 31, 
1959 than in any previous year. 


Sales of crude oil totalled 193,779 net barrels, an increase of 32.7 percent over the preceeding 
year. The trend of the Company’s total annual production for the past several years is indicated in the 
accompanying chart. 


The Company’s share of natural gas production, principally from the Pouce Coupe field, totalled 
666,316,000 cubic feet during the year, an increase of 260 percent over the volume of gas sold in its 
preceeding fiscal year. 


This improvement in production took place despite the general reduction in allowables which affect- 
ed the entire western Canadian petroleum industry. The increase was brought about by success of 
drilling. programs on proven properties, completion of pipeline facilities to areas not previously served, 
and acquisition in May 1958 of the properties of Canadian Admiral Oils Ltd. 


Increases in production reflect the Company’s growing reserves. Development of properties pur- 
chased in the Pembina and Joarcam fields of Alberta and also of acreage farmed out to us in the 


Steelman area of Saskatchewan were particularly beneficial. 


At the year end, Canadian Homestead had working interests in 119 producing oil wells and 30 
gas wells. In addition, gross overriding royalty interests were owned in production from 278 oil wells 


and eleven gas wells. Location of these wells, by province, is shown in the table below. 


NET CRUDE OIL PRODUCTION 


(THOUSAND OF BARRELS) 


PRODUCING WELLS 


Working Royalty 


Interests Interests 
Oil Gas Oil Gas 
Wells Wells Wells Wells 
Alberta 56 24 ig l 
British Columbia 
Saskatchewan 45 3 2th 10 
United States _...... 18 ] 


1954 1955 1956 1957 1958 1959 


— YEAR ENDED MAY 3lst — 


Pennant Drilling Company Ltd. 


Drilling operations of our wholly-owned 
subsidiary, Pennant Drilling Company Ltd., for 
the year ended May 31, 1959 reflected competitive 
conditions in the industry. Revenue from drilling 
contracts totalled $1,579,417, a decrease of 14.5 
percent from that of the preceding year. 


To maintain its standing within the industry 
Pennant has followed a program of up-grading 
equipment while reducing costs in every phase of 
its operation. New methods and products have 
been adopted to cushion the impact of competi- 
tion. 


Pennant continues to operate at a_ better 
rate than the average drilling company in wes- 
tern Canada. Management is adjusting Pennant’s 
activities to current trends of the business, in 
anticipation of further changes within the industry 
and related opportunities for expansion. 


FINANCIAL REPORT ON OPERATIONS 


With increases in sales of oil and gas and improvement in earnings of its management subsidiary, 
Canadian Homestead’s financial position at the close of its fiscal year was much stronger than a year 
earlier. 


Revenues from sale of oil and gas reached the highest level in the Company’s history, totalling 
$496,552, for an increase of 23 percent. 


After adjustment for charges to the Parent Company, fees earned by Petcal Company Limited 
for technical management services amounted to $111,331, an increase of 228 percent. 


Gross revenue from all sources totalled $2,257,127 and, as a result of a decline in contract drilling 
activity, this represented a decrease of 5.17 percent in total revenues from 1958. 


Before non-cash charges for depletion and depreciation, operating profit amounted to $78,212, a 
marked improvement over the $185,285 operating loss before depletion and depreciation in the preced- 
ing year. 


After allowance for depletion and depreciation and adjustment for a small amount of non-oper- 
ating income, the Company had a book loss on operations of $479,739, substantially less than the 
$734,992 loss reported in 1958. 


At the year-end working capital amounted to $500,762, in contrast to $199,576 at the end of 
the 1958 year. Of the $301,186 increase in working capital, $134,096 was created by net additions to 
long-term debt less cost of fixed assets purchased, while the balance was substantially generated by 
cash earnings. 


Aupitror’s REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Canadian Homestead Oils Limited and subsidiary companies as 
of May 31, 1959 and the consolidated statement of earnings and deficit for the year ended on that date and have obtained 
all the information and explanations we have required. Our examination included a general review of the accounting records 


and other supporting evidence as we considered necessary in the circumstances. 


In our opinion the accompanying consolidated balance sheet and consolidated statement of earnings and deficit are 
properly drawn up so as to exhibit a true and correct view of the state of the affairs of the company and its subsidiaries 
at May 31, 1959 and the results of their operations for the year ended on that date, according to the best of our inform- 
ation and the explanations given to us and as shown by the books of the companies. 


Calgary, Alberta PEAT, MARWICK, MITCHELL & CO. 
August 5, 1959 Chartered Accountants 
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Inventories: 


Production and drilling supplies - at cost... 
Drilling contracts in progress - at cost 0... 


Marketable securities - at cost (quoted market value 


1959='$49,5 1051958 > $34.195) eee eee 


Mortgage instalments due within one year __. 


Drilling) reservation and otherdeposits 2.2 a eee 
Prepaid expenses _................--.---- eee eee c2 


MortcGaGE RECEIVABLE, 


less instalments included in current assets 


PROPERTY AND EQUIPMENT - NOTE 2: 


eae eee see 380,697 


hcsk aie Ronee eee eae 24,061 


“irae PE Nr ee 5,12 


CANADIAN HOMESTEAD OILS LIMITE! 


and subsidiary companies 


ASSETS 


1959 
$ 635,984 


25,903 
40,127 


ee ee gee 15,458 
40,951 


$ 1,167,893 


Petroleum and natural gas lease, reservation and royalty interests - 


Producing properties, including well development costs, 


less accumulated depletion (1959 - $607,968; 1958 - $470,246) 


$ 1,567,061 


Undeveloped: properties Sass = ss eae 


OTHER: 


Sundry investments - at cost 0.0... .eeeeceee cesses 


Incorporation expenses, less amounts written off 


Pe NT ee oe Fee 844,267 


Production, drilling, and other equipment, less accumulated depreciation 


(1959 = $1688. 785; 1958 = $270,001) ee 


1,388,242 
$ 3,799,570 


$ 8,014 


— 


$ 8,014 
$ 4,975,477 


The accompanying notes 1 to 3 form an integral part 
of the financial statements. 


Consolidated Balance Sheet 


May 31, 1959 


(with comparative figures at May 31, 1958) 


LIABILITIES 
CuRRENT: 1959 
Bank loans, secured (amounts due within one year)... $ 450,200 
Cooma via Oleranc Acer aed: liabilities ase seme enet ty mune eee eee 216,081 
IN tess almients aie Within One years = ...5 ee — 
$ 667,131 


Lone Term Dest: 


Bank loans, secured (exclusive of amounts included in 

SEU LemMOMIN A LHNLLICS ) aiate aoe tet ee enn Nee ace AP a OY ne ae ce ne $ 384,800 
Notes payable on equipment - secured (exclusive of 

imisealments imcluaed in-current liabilities) ¢= 222 = ee ee a 


$ 384,800 
SHAREHOLDERS EQuity: 
Share capital - Note 3: 
Authorized - 5,000,000 shares of a par value of 10 cents each 
Issued FEO 34.0, COU Shar OSt = es Pee oe ee ae ee ee ee ee eee $ 334,690 
EPI GLSACURSTLT ()U(UG meinen ROR Zak Ss We Re ng ge es ee ee 6,154,768 
ESET ee eee ee orps NAT. as ce WS TR oN ee oe ate AA eee me eg (2,965,912) 


$ 3,923,546 


Approved on behalf of the Board: 


ee Director 
ey Z > 
J Director 
$ 4,975,477 


This is the balance sheet referred to in the report of 
Peat, Marwick, Mitchell & Co., Chartered Accountants, dated August 5, 1959 


CANADIAN HOMESTEAD OILS LIMITED 


and subsidiary companies 


Consolidated Statement of Earnings and Deficit 
Year Ended May 31, 1959 


(with comparative figures for the 1958 year) 


INCOME: 1959 
Net production income ae teeta Penh See he ke $ 276,880 
Royalty income By ae ee te ae eee erred Sater SF an LES 39,125 
Net contract drilling income —............. sdb aioe: = eee aa ae ee 187,374 
Management and consulting fees es eee 111331 


$ 610,710 


EXPENSES: 
General and administrative] =. 2. ee $ 327,147 
TTELCS tet ee... eet se es, Se ee ee see Sone 19,253 
Explorations dry holes and abancdonments) seen eee eee 71,246 
Wrdeveloped property-rentals oe = ee ee ee ea 114,852 


$ 532,498 


OPERATING Prorir (Loss) 


before depletion and depreciation ==. Be Lee eee at oe $18,212 

DEPLETION AND DEPRECIATION... RE ERE er ee ee eA | SAIS 

Loss ON OPERATIONS ............... a Pa eR Oe OTN |e $ 600,947 
Depuct OTHER INCOME: 

Miscellaneous1ncome tes oe ee ae ee 2 ee $ 22,920 

Gainor, (loss) oniixed asset disposals. s.eae 1a eee ae ee, oe C112) 

$ 21,208 

INBrSLOSST BOR aTHEs) BARS -0\ cole eee ce 0 eee ee a $ 479,739 

Dericir at BEGINNING OF YEAR atte See Pete eek 2,086,173 

DERICIC MATa LOSEROWS Y EAR gee see seme tee ee a ee Seen $ 2,565,912 


The accompanying notes 1 to 3 form an integral part of the financial statements. 


CANADIAN HOMESTEAD OILS LIMITED 


and subsidiary companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
May 31, 1959 
I. BASIS OF CONSOLIDATION 


The accompanying consolidated financial statements include the accounts of Canadian Homestead Oils Limited and all 
of its subsidiary companies. The excess of the purchase price of the shares of a subsidiary producing company over the 
net book value of such shares at the date of acquisition, amounting to $29,289, has been included in the consolidated 
balance sheet under the heading of producing properties. The excess of the purchase price of the shares of a drill- 
ing company (since liquidated) over the net book value of such shares at the date of acquisition has been included 
in the consolidated balance sheet under the heading of production, drilling and other equipment. This excess amounted 
to $537,737 at May 31, 1959 after adjustment for disposals of equipment so acquired and after depreciation at rates 
equivalent to those of the related assets. 


2. ACCOUNTING: POLICY 


The company’s practice is to capitalize leasehold acquisition costs and drilling costs of producing wells, and to charge 
off to expense exploratory expenses, non-productive drilling costs and carrying costs of non-producing properties. De- 
pletion of producing land and well drilling costs is calculated on the unit of production method based on estimated 
oil and gas reserves. Depreciation of production, drilling and other equipment is calculated on the straight-line method 
at rates based on the estimated useful life of the asset. 


Petroleum and natural gas leases, reservations and development costs of Canadian Homestead Oils Limited were written 
down upon conversion of no par value shares on August 1, 1950, all subsequent acquisitions, royalties, production, 
drilling, automotive and other equipment are valued at cost. 


3. OPTIONS ON CAPITAL STOCK 


Options granted for the purchase of shares of the company by certain of its officers and employees were outstand- 
ing at May 31, 1959 as follows: 

100,000 shares at $2.00 per share exercisable on or before July 1, 1960, 

100,000 shares at $2.00 per share exercisable on or before March 28, 1962. 


CONSOLIDATED STATEMENT OF SOURCE AND USE OF FUNDS 
Year Ended May 31, 1959 
(with comparative figures for the 1958 year) 


Funds were derived from: 1959 
Operations - net income before charging depletion, depreciation, abandon- 
ments and other items not involving cash outlay during the year .. $151,868 
Bank loans not repayable for more than one year... _ on RAE E OR 384,800 
Issue of capital stock (for net assets of Canadian Admiral Oils Limited) __ = 
Mortgage receivable instalments becoming current ©... 2... eee 12,348 
Sindry recoveries ol prion VearsvexPenClUUKes ne eee eee eee ee eee 2,874 
Alcove Whsabhels Cana stciky von ane) Mere nus he ase we AS cee $551,890 


Funds were expended on: 


Fixed asset purchases (net of disposal proceeds) 
including in 1958 those of Canadian Admiral Oils Limited - 


Mrcea ndndevelopiient: COStS ccc cot aes ee eee ee $ 36,936 
Equipment ....... A OD Oe a Ne Rin RTE SAN oe ee ; 80,963 
Prepayment o: long term equipment notes 2-2. tee 133,205 


SUE yc CXDEMC LLU CS apr. cae tenes een ane eres een 
Totaltindssexperid eds 2-22... e ieee ee re, ae oe ne es $ 250,704 


Resulting in a net increase (decrease) in working capital of... Peer as $301,186 


